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Daar Applicant : 

Ve have coepletet! our zeview of your application for recoqndtion of exemption 
from federal income tax under sectian 561!c)!7! of the  Internal Revenue Code. 

The evidence /su.bmitted indicates that you w r e  incorporated *************. 
under the laws of * * * *********************** .  She purpose for which the 
Corpordtion I& formed is exclusively tor pleasure, recreation and othep 
similar n o m p * * * * * * *  *** poses and t o  promote the  h u n t i n g  of foxes by horse 
and hound in ************, ******** and *************************, t c  own, 
&airi thi> ,  operate and hunt a pack of foxhounds and such hnnt horses as may be 
incidental thereto and to employ huntsmen, whippers-in and other employees to 
hunt atad care for s a i d  foxhounds and hunt korses. 

Your a c t i ~ r i t i e s ,  as stated i n  your applis:a?ion. i n c l u d e  promoting and 
advancing the  sport of f oxhunting. 

Income t o  support this a c t i v ~ t i e s  coves from variot13 fundraisers .  The larqest 
fundraiser IS the point-to-point races. This includes a one-day program of 
racing, sose on the flat 9nd soae over hurdles. There is a race in 
t r a d i t i o n a l  bunt gear and a hcund race and a wule race. These events are open 
t o  the public. Funds from t h i s  f u n c t i o n  cone from t h e  sale of parking  places, 
s a l e  sf advertising and programs. 

Other fund raising events include a s i l e n t  a u c t i ~ o n ,  a h o r s e  show where t b e  
general public is encouraged to a t t e n 3  and a t r a i l  r i d e  snb p i c n i c  where t h e  
public is  a l s o  encouraged to a t t e n d .  

Xnccme from t h i s  event t o t a l l e d  $ * * * * *   i n  ****  from :he ******** * * * *   races ,  
$**** frum the s p r i n g  t r a i l  t i d e ,  $ * * *  from t h e  fail: t r a i l  r i d e ,  $*** frcm t h s  
horse shav and $***** f roe miscellaneous source. Approxi~ately***% of your 
organization's income d u r i n g  *****  came from these  .Qources. 

Section S O l ( c i  i 7 )  cf the Internal Revet~u? Ccd5 provides for the exemption from 
f e d e r a l  incorr,e tax of clubs o r q s n i z e d  and cperated e x c l u s i v e l y  for p l e a s u r e ,  
r e c r e a t i o n ,  &nd o t h e r  nonprofitahle purpo$<?s,  no  part  cf t h e  n e t  e a r n i n g s  of 
w h i c h  inuras t o  the benefit of ar,y y r i r z t : :  shareholder or  i n ~ l i ~ ~ i d u a ? . .  



Section l.SOi(cb(7l of t h e  Zncme Tax Regulations r e l a t i n g  t o  t h e  exszption of 
social clubs under section 501(a)  of the  Internal  Re~enue Code reads as 
folle>=s: 

Xhe exewtxor provided by sec t ion  5Bt(af  for orqaa~zation~ dssczibed in 
sectJan 5 0 t i c ) f 7 f  apgXiee only ts e l u h  which are organized and operated 
exc8uafwely for pleasnxa,  recreation and other nonprefitable purposes, but 
does not apply t o  any club s f  any pert of 166  net earnings inured t o  t h e  
belcacXit of any private sharebolder or individual. Yb general, 'this exmptien 
e x t e d s  t c  ooeial and reereaticmaf c lubs  which are supported solely by 
membersbig faea, dues and aseesseeats. 

I% club which ssgages i n  busiaras, such as nakfng its social anId recreational. 
f sc i l l t%es  awailabla to the ~eneral p u b l i c .  or by selling real esta te ,  timber 
or other products i a  r z t  ergaaized and operated exclusively for pleasure and 
recreatisn. Solicitation By advestisem@nt ol ~ t h r ; ~ w i s e  for publ ic  paeronage 
of it9 dseilities i s  prima f e c i e  etieence that the club is engaging in a 
busin~ss and is n o t  Being operated exelusively for pleasure, recreation or  
social pusposss. 

Public t a w  94-568, as sx~lained i n  Senate Repart No. 94-1318, published in 
C u m u B a t i ~ e  Bulletin 1976-2, gaga 597, provides t h a t  a c lub  exempt f r a a  
takatian and described in section 501{c) ( 7 )  I s  t o  be permitted t c  receive ,up 
t o  35% of i t s  gross receipts fro* a co~binetisn of inoestaent incoae and 
receipts from non-reabers {from the use of its f a c i l ' i f i e a  or servieesi so long 
as t h e  l a t t e r  do nat represent nore than 1 5  pcrcsnd of :he total receipts. g t  
is Eurtaer stated that if an o r g a n i z a t i o ~  exceeds these limits. a l l  of tbe 
f a c t s  and cireusstances rnc?:: be consickred in determininq whether  t h e  

Revenue Ruling 6 8 - 1 1 9 ,  published in Cumulative Bulletin 1968-1, page 268, 
holds t h a t  a c l u b  will not  necessarily I>,ae i t s  exempt s t a t u s  i f  i t  derives 
income  fro^ other  than bona t ide  meabess and their qnests, or if the general 
p u b l i c  an occasion is per~itted to participate in its affairs, provided euch 
participation in incidental to and in f u t t h c r a n c e  of its general club purpose 
and the incoae therefrnrn does a c t  i i i0r~ ic members. The equestrian e lub  
considered i n  this  r u l i n g  h e l d  an annual steeplechase which was spen to the 
generzl  public. Prize money was paid from entry fees p a i d  by part i c ipants  and 
general sxpsnses of t h e  meet were paid  from admissions and sale sf. programs 
an& refreshments. The club distributed any nEt proceeds from t h e  meet to 
charlty. Therefore, it was he ld  t h e  seat was not operated to make n ,profit, 
and the i n c ~ a e  froin non-msmbers did not i n u r e  t c j  the benefit of members. The 
club's s x e m p t i ~ n  was not jeopardized by ncn-msrcbers p a r t j . c i p a t t i o n  l n  its 



* * * * * ********************** ********** 

3sr r e a c w  cf t 3 e  application submitted s h a m  that your non-member Income is 
approxlaately **  5 of your total incowe. T h l a  mount  exceeds the  permrssible 
agoants under 3ectlon 50l(c) ! 7 i  of the Codel. 

Sased cn the ~ n f o r ~ s t i a n  submitted, yevr orqihnazatlon does not meet the 
requirements t o  be exempt under sectisa 501(?1 ( 7 )  si~fc your non-aember 
income exceeds the limits set by Public LMW ?a-568 and is More than 15% of 
your Ectal receipts. We have alsc bererawiesd that your net dncoae inures to 
tbe bbnefit 02  club aeebers. 

Phersrdare, you are a taxable @atd.ig and are elcqci,red to file federal i.ncolae 
t a x  rcturcs cn Form 1120. 

X i  you do not agree with osir detsrfi%nrtinn, ,  'yr9u may request consideration of 
this matter by the Office of Regional Director of appeals. To do this you 
should file e written appeal aw explained in the enclosed Publication 892. 
Your appeal should give the facts, law, and any other information to  support 
your pasition. If you want a hearing, p l e a s e  request it wben your file your 
appeal and you will be contacted to arrange a data, .  The hearing say be h e l d  
at the regional office, or, if you request, at any mutually convenient 
distriet offlce. If you will be represented by someone who is no't one of your 
principal officers, that person n i l 1  need to file e power cf attorney or tax 
information eath~rization wi th  us. 

If ycu do not appgai  :his determination within 30 days from the date  of this 
l e t t e r ,  as explained In Publication 892, this letter w i l l  become our f i n a l  
determination of this matter. 

U ~ ~ q e l y  yours, 
5 e , r  .' . 
'.- > 

* *  *  **********
District Director 

Earlnsure: Publication 892 


